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Department of Commebce and Labor, 

Office of the Secretary, 
Washington^ October P, 1907. 

Sir : I desire to call your attention to a certain printed pamphlet, 
herewith inclosed, which has been sent to this Department, entitled 
" From the Directors of the Standard Oil Company to its Employees 
and Stockholders." 

This pamphlet, particularly the statement of Mr. James A. Moffett 
therein, as you will observe, attempts to throw doubt on the merits of 
the recent conviction of the Standard Oil Company of Indiana at 
Chicago for accepting illegal railway concessions. 

Inasmuch as the illegal rate involved in this case, as well as numer- 
ous other railway discriminations in favor of the Standard, were 
originally discovered by the Bureau of Corporations and exposed by 
its report to the President in May, 1906, and inasmuch, also, as the 
Bureau of Corporations took a large part in the preparation and trial 
of this case, indicating the sources of evidence and mainly securing 
the same, I desire from you a full statement upon the allegations of 
OT the said pamphlet. 

-!- Very respectfully, Oscar S. Straus, 

Y Secretary, 

Ai The Commissioner of Corporations. 

J 

]j Department of Commerce and Labor, 

(K Bureau of Corporations, 

Washmgton^ October 11^ 1907, 

Sir : Replying to your letter of the 9th instant, inclosing a copy of 
the pamphlet issued by the Standard Oil Company, I submit here- 
with a statement upon the allegations contained in said pamphlet. 
Very respectfully, 

Herbert Knox Smith, 

Gorn/miasioner, 
The Secretary of Commerce and Labor. 
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STATEMENT IN ANSWEE TO THE ALLEGATIONS OF THE STANB- 
AED OIL COMPANY EEGAEDINa ITS CONVICTION AT CHICAGO. 

On August 3, 1907, at Chicago, the Standard Oil Company of 
Indiana was fined $29,240,000 for the violation of the Elkins anti- 
rebate law. This was the so-called "Alton case." Various state- 
ments have since appeared, one in particular signed by the president 
of that company, James A. Moffett, others in the public press, and 
also a series of confidential circular " trade letters," all endeavoring 
to throw doubt on the legality and equity of that conviction. 

The report of the Commissioner of Corporations on the Transporta- 
tion of Petroleum, published in May, 1906, on which this and all 
other pending rebate indictments of the Standard (except one) were 
based, set forth in detail the deliberate, long-continued conduct on 
the part of the Standard in violating the antirebate law?. But these 
recent statements have made it necessary to show once more that the 
transactions which form the basis of this conviction at Chicago were 
such as struck at the very life and spirit of the Elkins antirebate law 
and of the policy of Congress in forbidding unfairness as between 
shippers. 

The question in this case was one of a published 18-cent rate to 
East St. Louis, .as against a secret 6-cent rate. The oil shipments 
involved in this so-called "Alton " conviction started from Whiting, 
Ind., the great refinery of the Standard near Chicago, and were deliv- 
ered at St. Louis, Mo., or at East St. Louis, 111., just acroas the river 
from St. Louis, by the Chicago and Alton Railroad. They covered 
a period from September 1, 1903, to March 1, 1905. 

The law requires that all interstate^'railway rates be filed with the 
Interstate Commerce Commission. During this entire time there 
was on file with the Interstate Commerce Commission a joint " tariff " 
or rate sheet to which the Alton road was a party, showing that the 
rate on fifth-class freight from Whiting and Chicago to East St. 
Louis was 18 cents per hundred pounds. Fifth-class freight includes 
petroleum oil. This joint tariff was a large printed document dis- 
tributed to many shippers of all sorts of freight. 

During the time so stated, 1,462 cars of oil were carried from Wliit- 
ing, Ind., to East St. Louis over the Alton road for the Standard Oil 
Company at the rate of 6 cents per hundred pounds, just one-third of 
the said published rate. This same secret 6-cent rate had been used by 
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6^ cent rate. Although such knowledge would have been very im- 
portant in mitigation of the fine, the Standard made no attempt to 
prove such knowledge in the trial of the Chicago case. 

Mr. Moffett, however, in his said statement was unfortunate enough 
to make the claim that " thousands of tons of freight have been 
shipped from these points during the last fifteen years under the 
same circumstances as the Standard shipments." 

The grand jury, on instructions from Judge Landis, thereupon 
summoned Mr. Moffett before it, and reported to Judge Landis on 
October 4, in part, as follows: 

He [Mr. Moffett] was also unable to give to the grand Jury information as to 
the shipment of a single pound of freight except by the Standard Oil Company 
from the points in question at a rate less than the lawfully published and filed 
rate. 

This remarkable admission by Mr. Moffett shows the general value 
of his defense. He further admitted that his "statement" was largely 
prepared by his attorney, Mr. Moritz Rosenthal. 

These facts of themselves refute completely the attempted justifica- 
tion of the Alton rate by means of the Chicago and Eastern Illinois 
6J-cent rate, and show that one was as secret as the other. 

But still more significant was the conduct of the railroads and the 
Standard in the manner of handling the 6-cent rate over both rail- 
roads. The Standard claims that there was nothing secret about the 
rate. But every waybill for oil shipped over the Alton under this 
rate was "falsely billed" — that is, the waybills showed on their face 
a rate of 18 cents, with the freight charge in each case computed on 
the waybill at that rate, although the actual freight charge collected 
from the Standard was at the rate of 6 cents. In the contemporaneous 
shipments of the Standard over the Chicago and Eastern Illinois 
road every waybill for such shipments was disguised by another 
scheme, to wit, by being " blind billed" — that is, no rate at all was 
entered on the waybill until the said waybill reached the general 
oflSces of the railroad. The first scheme of ''false billing" required 
the falsification of accounts to make them balance. The second scheme 
of "blind billing" entirely concealed the rate. Both schemes had the 
intended result of keeping the local freight agent and others outside 
the general oflSce in ignorance of what the actual rate was, and thereby 
lessening the chance for outsiders to learn of this discrimination in 
favor of the Standard. Such falsifying and blind billing is the clear- 
est proof that there was something illegal. Is any other explanation 
possible ? In the vast multitude of waybills examined by the agents 
of the Bureau of Corporations in the offices of the railroads centering 
at Chicago no such use of "false billing" or "blind billing" was found 
in regard to any oil shipments except in connection with the 6-cent 



rate from Chicago to East St. Louis and with two other illegal rates 
on oil made by this same Chicago and Eastern Illinois Bailroad. 

Furthermore, the usual method of collecting freight charges is 
through the local freight agents. All the collections for oil shipped 
from Whiting to East St. Louis, both over the Alton and the Chicago 
and Eastern Illinois, were made directly through the general offices. 
This also was, of course, to prevent any general knowledge of the 
rate. 

Why were these unique and elaborate measures of concealment 
taken if the rates were lawful ? 

The grand jury, in the report above mentioned, refer to this point 
also as follows: 

The representatives of the Chicago and Alton Railway Company stated to the 
grand jurj* that the case of the Standard Oil Company was the only one where 
the tariff naming the rate collected had not been regularly sent to the local 
freight agent, and that so far as they knew, this was the only case in which 
shipments had been made at a rate less than that named in the lawful tariff. 

The officers of both these railroads admitted that this 6-cent rate 
was secret. One phrased it as " semiprivate." 

The Standard has made also the ingenuous claim that its carefully 
organized freight-traffic department, certainly one of the best in the 
country, supposed this rate was legal, and that it had no knowledge 
that the Alton kept the rate secret. The Standard knew that the 
method of collecting the freight charges, both by the Alton and the 
Chicago and Eastern Illinois, was altogether exceptioi^al; that it 
was employed only in connection with this East St. Louis rate and 
with two other similar rates over the Chicago and Eastern Illinois. 
On the very face of several of the semimonthly bills rendered by the 
Alton to the Standard at the illegal 6-cent rate there appeared writ- 
ten evidence that the oil was being waybilled at 18 cents, so that the 
Standard had notice thereby of the " false billing," even if it had not 
been perfectly cognizant of it otherwise. Moreover, the only possible 
motive for that secrecy which the railroads admit that they main- 
tained regarding this rate was to conceal it from competitors of the 
Standard, and it is inconceivable that the Standard should not have 
known of the practices which inured solely to its advantage. 

Bearing also on such professed ignorance, a series of interesting 
memoranda were found by the agents of the Bureau of Corporations 
in the files of this very Chicago and Eastern Illinois Railroad, which 
memoranda have been quoted in full on pages 270 to 273 of the report 
of the Commissioner of Corporations on the Transportation of Petro- 
leum, in May, 1906. These prove that the Standard knew every de- 
tail of the issuance of another contemporaneous illegal rate from 
Whiting via Grand Junction over this road ; that the traffic manager 
of the Standard initiated it, dictated it to the railroads, and arranged 



